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IN THE MATTER OF The Public Utilities Board 
Act ys Ghapter 65 Statutes. of Alberta, 1960: 


AND IN THE MATTER OF an application by Canadian 
Utilities, Limited for a revision of its rates 


te be charged to its customers for electric 
energy 


WRITTEN SUBMISSION ON BEHALF OF ALBERTA 
UNION OF RURAL ELECTRIFICATION ASSOCIATIONS 
rn rn te ees SPR ON SOP 


I. INTRODUCTORY 


Prior to the completion of Phase One of these hearings 
the Union of Alberta Rural Electrification Associations had 
determined that it should concentrate its main attention on the 
cost responsibility of REA members as consumers in the system. 

The Union felt that because of the circumstances under which 

REA Co-Operatives had been formed and the fact that they built, 
owned and maintained their own lines at their own expense, put 

REA consumers in a category which required special study apart 

from other customers of the Company. The Union also felt that 

as an Intervenor in these proceedings it must attempt to find an 
answer to the long-standing question as to whether farmer consumers 
in Alberta had been receiving power at cost as promised to them 
over the years by the Provincial Government, the Alberta Power 
Commissioner and the three electric utility companies. 

The need for REA's to determine their cost responsibility 
was emphasized and underlined almost at the outset of the Phase One 
hearings when counsel for urban Intervenors raised the question 


whether CUL's revenue deficiencies might in part be attributable 
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to unprofitable energy sales to farmer consumers. This question 
was followed several days later by an indication from counsel 
for the City of Lloydminster that he wished to inguire into the 
matter of the sale of power at cost to REA members, for the 
purpose of determining whether these consumers were being sub- 
Sidized by urban consumers. The basis for this concern on 
behalf of counsel for urban customers of CUL is not clear to 
this Intervenor, because the Union believes that most urban 
consumers were and are aware of the circumstances under which 
REA's [a formed and served. Certainly, during all the 

years that "power at cost" to farmers has been a matter of 
public discussion, it has never constituted an issue between 


farmers and their urban neighbours. 


ot is respectfully submitted that the evidence of 
the witnesses for CUL does not Support a rate increase to REA 
customers, and that evidence adduced by this Intervenor clearly 
demonstrates that on the basis of a continuation of the REA 
rates which prevailed before these hearings commenced, the REA 
customers of CUL would be paying their share, and more, of the 
over-all revenue requirements of the Company. This Intervenor 
suggests to the Public Utilities Board that CUL's proposal to 
increase REA rates is not based upon the application of sound 
judgment and proper rate-making principles, but rather, is 
based on the fear and concern of the Company over the probable 
reaction of other Company customers if the whole amount of the 


Company's increased revenue requirements must be met and paid 
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by these other customers. This concern was indicated on more 
than one occasion when counsel for CUL shrugged off Dr. Nissel's 
evidence and said that the effect would have to be a further 
increase in rates to other customers. It was further demonstrated 
when Dr. Herz abandoned his own marginal cost theory of rate de- 
Sign and adopted an across-the-board basis of rate adjustment 
so as to attempt to equalize the burden of the necessary increase 
amongst various classes of mneenaar ee 
The anomolous situation confronting this Board, however, 
is that no one, including CUL and the urban intervenors, made 
any effort to demonstrate the cost responsibility of urban and 
other customers. The Board therefore has before it: 
1. Clear and strong evidence, submitted by this 
Intervenor, supporting the proposition that the 
energy rates of REA members should not be in- 
creased, and 
2. No evidence in support of the proposition that it 
would ce irene inequitable or unduly discriminatory 
to require customers of CUL other then REA members, to 
pay the entire amount of CUL's increased revenue re- 


quirements. 


The Union of Alberta Rural Bie ee dalice on Associations is quite 
frankly at a loss to understand what the Urban Intervenors were 
trying to establish during Phase Two, when all that these inter- 
venors did was to attempt to learn through cross-examination 
whether their urban customers were being fairly treated, or at 
least not discriminated against. beeis i submitted swith the great- 
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est of respect that this Board cannot simply assume that because 
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of the apparent magnitude of the percentage increases in 

rates applicable to other customers, the REA's must neces- 
Sarily absorb some of the increased revenue requirements. 

To put the same proposition in different words, there is no 
evidence before this Board to demonstrate that if the REA 
rates are not increased, the REA's would not be accepting and 
absorbing their full cost responsibility. Dr. Nissel's 
evidence indicates, very clearly that the REA customers were 
being overcharged and unduly discriminated against or to 
the commencement of these hearings, and that a continuation of 
the old REA rates in the future may not entirely eliminate that 
overcharging and undue discrimination. It is submitted that 
this statement of the position of the REA is one which the 
urban intervenors and CUL cannot challenge on the basis of any 
evidence produced by CUL, and certainly, the urban intervenors 
made no effort whatsoever on their own behalf to determine 


their own cost responsibility. 
II. RATE-MAKING PRINCIPLES 


Dr. Henry Herz, an economist and Vice-President of 
Foster Associates, Consultants, Washington, D.C. who testified 
on rate of return in Phase One of this proceeding, was CUL's 
expert witness on utility rate-making and rate design. He 
testified. (Tr. 18/19): 
"The design of rates is a matter of judgment exercised 
within constraining limits established by factual 


observations or by regulatory limitations". 


He further testified (Tr. 19): 


"On the low side, the essential restraint is to see 
that each service classification recovers revenue 
equivalent to marginal cost, which I define as the 
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long-run added costs of serving added business. If 

this restraint on rate design is observed, then no 

customer class can be said to be served at the 

expense of any other customer class”. 
Whale Dr. Herz admitted (Tr. 21) that he had “relied on 
marginal cost estimates in developing the rate pattern ... in 
a very general way" he did not present any quantitative evidence 
which could have guided the Board in its decision. He also 
stated (Tr. 21) that rate-making requires consideration of both 
supply and demand elements of the market. 

These theories have been propounded by economists for 
many decades and are recognized as valid by most rate engineers. 
Dr. Nissel agreed with these rate-making principles and testified 
that much of his writings and testimony contain similar opinions 
(Tr. 247). He referred in his testimony specifically to a 1928 
publication on the determination of incremental cost of reactive 
power, a book on Electricity Rates published in 1935, dealing 
extensively with cost and value of service, and an article on 
Incremental Cost Pricing and U.S. Utility Rates published in 
Mc) eB ie 

The importance of long-run incremental cost as a 
material factor in rate-making was recently recognized by the 
Federal Communications Commission in Washington, D.C., in its 
Memorandum Opinion and Order adopted sluly 29th, 1969, and released 
August 7th, 1969, in the matter of American Telephone and Tele- 
graph Company in Dockets Nos. 16258, 15011 and18128...0n April 
lst, 1970, A. T. & T submitted to F.C.C. very voluminous and 


extensive evidence on long-range incremental costs for tele- 


communication service. 
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Dr. Nissel pointed out that utility rate-making on 
the basis of incremental cost is not a novel approach (Tr. 284) 
and read into the record a passage from his article on Incremental 
Cost Pricing and U.S. Utility Rates published in the August 14th, 
fae3, i5se or Public Utilities Fortnightly. 

The record in this proceeding has clearly established 
the vital necessity of considering incremental or marginal cost, 
two terms used interchangeably, in rate-making for public 
Geist ties . 

Dr. Jer2 stressed, jthat sfudeis) distrabuted tcost is’ not 
an appropriate basis for rate design (Tr. 20), that the fully 
distributed cost procedure should not be presented as a guide 
to rate policy (Tr. 23), that rates must be largely fixed on 
market conditions, and that no useful purpose would be served by 
ettempting a fully-distributed costranaiysis aihithasrtime (Tr. 
42). On cross-examination he reiterated (Tr. 60): 


PI vado not attenpt, to, set rates, byieuiny 
Prec, toute: cost". 


Nevertheless Mr. Jones of CUL presented Exhibits 25, 
26°and 27, which he characterized as a fully distributed cost 
atalysis (Tr. 510).~- It 1s impossible to ascertain the purpose 
of these Exhibits beyond the statement (Tr. 792): 

"We wanted to demonstrate the effect of carrying 
Dr. Nissel's figures...,,cut,,to,the extent ofa 
fully distributed cost study". 
It would appear that this may have had Dr. Herz' approval (Tr. 


792 to 796), but Mr. Jones' evidence in this respect was most 


uncertain and unsatisfactory. 
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Dr. Nissel, a leading expert in rate-making and 
design, testified that Exhibits 25, 26 and 27 which Mr. Jones 
prepared without prior experience in this kind of work {fx. 799) 
is not what could be classed a fully distributed cost analysis 
(Tr 4817)..9Dr-. Nissel_ testified also in view of the price 
sensitivity of this class of customers Gig tee Bs 

"4 fully distributed cost study cannot serve any 

useful purpose in guiding management or tins 

Board in arriving at a fair and reasonable rate 

for REA farm service". 
Since Dr. Herz has repeatedly expressed the same opinion as 
that expressed by Dr. Nissel in regard to the matter of fully 
distributed cost analysis, Sp Ve ws difficult to understand his 
apparent acquiescence in regard to the submission of these 
three Exhibits. It is submitted that they are nothing more 
than arithmetical exercises by a company employee who has 
neither the training nor the qualifications necessary to 
qualify him as an expert in the very complex field of cost 
analysis. It is therefore the position of this Intervenor that 
on the strength of Dr. Nissel's testimony and the total cB see 


experience of Mr. Jones in such matters, Exhibits 25, 26 and 


27 should be disregarded by this Board. 
ss Wie Pee ELASTICITY OF DEMAND AND VALUE OF SERVICE 


The marginal or incremental cost constraint affects 
rate design only for price-sensitive classes of service where 
rates are critical on the low side (Tr. 21, 136), 2.¢., Classes 
with a great price elasticity of demand. Commercial lighting and 
power is not very price sensitive. A substantial increase in 


price will not produce a great decline in revenue sales Ope ct 9%. 
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For commercial customers, for which good lighting is indispen- 
sable, electricity as a source of lighting has a very high value 
of service. The same is true for air-conditioning which is vital 
today for a store in a warm climate (Tr. 248). A residential 
customer attributes to electricity a high value of service for 
lighting, radio, television and mechanical appliances (Tr. 248). 
_ However, electric cooking and water heating competes with gas 
and is therefore much more price-sensitive (Tr. 248). This 
applies also to large industries able to provide their own 
Genera 20n (Tr. 593),.011 pumping (Tr. 20) and particularly 
rural and farm service, which is marginal business (Tr. 250) in 
the sense that it can be served only at rates approaching marginal 
or incremental cost. | 

Price-sensitivity is affected primarily by value of 
service which constitutes the upper limit of a rate (Tr. 247). 
Tf cost of service is very high, as is the case for farm service, 
the rate level becomes very critical because of the squeeze (Tr. 
250) exercised by incremental cost at the bottom and value of 
service at the top. 
IV. PROPOSED INCREASE OF REAL FARM SERVICE. RATE NOT 

JUSTIFIED BY EVIDENCE 

Dr. Herz and officials of CUL clearly recognize the 
price-sensitivity of rural farm service (Tr. 571, 707), but 
did not submit any evidence supporting the proposed increase of 
the REAL farm service rate. Dr. Herz testified that he was unable 


to find out what the contract with the REA's meant by the statement 






























. : : ’ 
wo ; : - * 
7 9 a. = - 


<neqetbat ai prisdpét, boop c- inw 19% 2 t9MOF2 yo Inks aoumon xe 


J 


im 


aylav din yxrev ¢ acc poiddpt! to so Tsee em Ys E2 soele olds 


~ = 
a," 4 ‘ ‘ . n ‘ iy —_ * eo 
feckV¥ @f doifw paiacisiones-3a£6..10% “sind ei SiGe iT .SuiVvVase as 


. a e. : _—" 
isignebieet A .(908 .sT) stemilo mrsw © AL szove & xo? ysbos 


+ * . L poy? eZ a . = <2 wits > ios he 

167 evivzee Yo sulav Wein 4 yttotisocels oF eetudinozt TeMOsaUD 

* . - & oi > | 

(BAS .2T) seme! [aan Isainedsem Bons noiciveled ,olbss ,eaisip f 


2e&p Atiw aezsqmoo paitssd gazsw 5s taitoos 2izajvels ,teVvevcE 


‘ ¢ —~ 
Sum ezolte vrais el of 


mo nied? eblveTg of sids asttiavhai spzsf o7 o#ts eoilqas 


vizteivoitrweo brea (08. .17)., pailoned fea . (£02 227) nolinzensp 


ni (O26 ™) eeantond {6nip 74m al nosriw , iveee mast bas feu 


([¢nipiam paitdosgouqgs jax dh wine boevves ed uso 3f Jers saenes on 


tao> [sinemexont 


- 
@ 
- 


2 ; _— . ; , : aif re a ee - 
fo enLavV vel Yau - i 8225 £ (WIJ LSeAee-ePol zt’ 


(tas .+T) Ooes 6 20 dimil seaq@u sf eedutictenoy doidw soivece 
,soivise s62 wot 2665 67 ci 26 ,ripirl yrov 2i soivise Io Jago ge 


4 , pe a « T =~. : 4 myo , e* f ~ Po 1 rer ry 
TT i sesype ats 20 sayez3 PS - 1 Bie 2 te ee iVoy ef oFwoe ] a? ba I sijsy 9 “i 
to exniev Bre mesiod.sd>a t6 feoom Isinoms7to:1l vd bsaiozesxs (08 


god oft 3s solvise 


7 TON .ATAA. ACLVSade MAA JAZH YO he AAAOUI GaSOFOn oa 
a vbw Matty | Ya US a LT@0u 


Ew nt Se 



















— ‘phates UD, 20 siaiortio bas xxeH . «xd 


— 
<> ¢ ie 
“aie — 





2) 4 Paige mist Lstvx to voi =" 
3 a ¥v vi +iens L- : 
ods part mogeue sorigbive yaw Sime - 


ot + 


xél ‘a Zz dare , 
. a 7 * 
vy oy 2a 






¥ —T. 


a 1<% 


#9 


that they are to receive power at cost (Tr. 188). He further 
begtbiied ¢(Tr2_<189): 


"I am only concerned that they pay the marginal 
cost of that portion of the Company's facilities 
which they use and if they (do) more than that, 
then it is not a burden on the other customers. 
However, when I figure marginal costs ... I include 
Secu Lecurn” . 


However, he admitted that he has made no study to determine 
whether they produce any return or not. When questioned by 
Mr. Bryan as to how, in the absence of a study or an under- 
standing of the meaning of power at cost, he did arrive at the 
proposed rate for REA's, - he testified (Tr. 190): 

"We finally decided that ... since the average rate 

or increase was roughly 20% for the retail customers 


Geet Ss Company =.=... .that the REA should be ancreased 
Fougniy 20% «FT and *that@is -al P-werd ras (Emphasis added) 


Mr. King corroborated this statement of Dr. Herz by saying (Tr. 


£26) 


"As Dr. Herz has testified, following the Board's 
decision in October in Phase One, we faced the 
question of what to do with the farm rate and we 
elected to increase it by the average percentage 
increase in cost of service if the Board found we 
were entitled to it". 


Lack of knowledge and the absence of any kind of study is certain- 


la a a re ne Sn RS A ee 











meat, COmvinoi fig Jeeidence 11) SUPP OT ee 
of $400,000 reflected in the initial filing, or even $300,000 which 
would be produced by the latest proposal filed April.1lst, 19/0. 

rh went os ee eee such as applied by the Company to 

the REAL farm service rate presupposes that ail rates:in errect 
prior to the present filing were well in line with each other, 


and that the old REAL farm service rate was inadequate to fulfill 


the minimum requirements of marginal or incremental cost. 
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The record clearly shows that the old REA farm 
service rate was not at all in line with the other rates of 
CUL. In this connection reference should be made to certain 
evidence given by Mr. King in Phase One. After meading to 
Mr. King a question asked by the Chairman (Tr. 182) in Phase 
One, Mr. Bryan questioned Mr. King on the rate of return CUL 
Carns or attempts to earn on the energy sales to REA members, 
and the following exchange ensued (Tr. 787-88): 


"Q. Now, is that also your understanding of the 
evidence you gave? 


A. What I intended to say was that.in arriving at 
the energy charged to the REA. that the cost of 
debt money was used, not just the cost of the 
debt, but, the cost of the debt money. 


Q. Might I just follow that, how much debt money? 
A. Well, this would be, for each $100 invested 
in the business and say the debt was 602%, 
carrying a rate of let's say 7% at the energy 
charge to the farmers, we have attempted and 
I say attempted and, I stress that because it is 
difficult to price it so that the $100 will -be 


carrying 7%. In other words, the equity portion 
would be priced in the same as the debt". 


In other words, CUL attempted to earn a rate of return equal 
to the debt interest rate for which the Board allowed in its 
Phase One decision an imbedded rate of 6.7%, and was obviously 
successful in this attempt. 

Such a statement, of course, has a meaning only in 
relation to fully .distributedpcostwerlteshould tabso iberneted 
that this testimony was given long before Dr. Herz introduced 
the marginal cost concept into this proceeding. 

On this subject Dr. Nissel testified (Tr. 819): 


"The numerous cost studies which I have made for 
electric utilities demonstrate that nowhere in the 
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world is it possible £o provide farm services at 
rates recovering much more than incremental cost. 
In fact, on a fully distributed cost basis, farm 
service in the United States produces typically 
between 3% and 4% return and sometimes even less". 
It is evident fromthe foregoing that CUL has aimed its design 
of the old REAL farm service rate at producing a much higher 
rate of return on the total or fully distributed investment than 
electric utilities in the United States or elsewhere earn from 
farm business. It is submitted, therefore, that the old REAL 
farm service rate was definitely on the high side and out of 
Line when measured against the other rates of CUL. Dr. Herz 
recognizes that some old CUL rates may havesbecnsout OF; line 
as is evident from his answers to the following questions of 
Mr. @beames * 
"QO, And I suppose it will also mean, Sire choc. 10 
the light of today's conditions that the rates under 
the old schedules were not necessarily fair as between 
various customers or classes of customers? 
A. I think that's a fair statement." (Tr. 69) 
And later: 
"Q. Well, let's say for example that there was a rate 
which was unreasonable, would that then be a rate 
you couldn't ignore in considering what the new 
rate ought, to, be? 
Bete We Sa Sitety Os Arey COUTSCE ne YOR could not ignore it. 
A rate that is unreasonable would be discriminatory 


and would be, as I understant. dt, oan. jlledal rate -— 
‘Tr, 89) 


With respect to the lower restraint of incremental or 
marginal cost, Dr. Nissel demonstrated by Exhibits 12 and 38 
that the old REAL farm service rate amply meets this test in- 
asmuch as it produces revenue several hundred thousand dollars 


in excess of the lower economic limit including 8.5% on the 


— . ast : i 


















- 7 . 
24 BSeDivige itxs} ebivosg, ot uiciaesq 4% at Bb Ow 
iteco Uscnemsasat oadz oon down paiaevooet 2ot6t 
mis) .2tesd tzo5 hatudiaterh yviltut 6 no. ,3>e2 ar 
Yidseosav: esyvbouw, ebaeda ibsoint eis ot solviae 
: .“epel nave cenigemos Snes nists: 4% bas #€ asewsed 
—_ 


. 
: , . ; . . ' . . P » ‘ i oe 
meieab eth Sbomis est J0D tedd parers1ot ont mort tanobive ef SF 
: — 


fipid doum : poiowuborg te ots eofwies mis) IASH blo sat 76 


: 


nmsais tneqieovnt besudi-+s3: 1 x0 [&da0¢ af no niuvtst 16 B38 


b~ 
o- 
’ 
> 
é 


tics 2 m1s9o s7siiwaal im 2aecde7s5 bestia’ or! i esésiitay sirtoels 


LETH E Lo SiJ teria ‘ 


f 
4 


it ib rimduwe ef +1 ereniaevd mist 


’ ? + - ° : ‘ 
f tid -— i .¢ oe ; : - 
L mas 6G ISLITLa2eD i S7é6i BSOLivige 


ni : ~~ = - ' =f 7 - 
4 ‘ i “ A ad 4 * 
1s nmru as pe f j ! i ie Ao 7 $riol | ‘4 
3 i sist vii zBa 3« vy 2s @ blo srfz 
nO eB 2e t IO i 1< SvoLlLiIsyv 


io™~ a, . a ¢ H ~ ~ 
J6% 5 esw orton Sii3 LUMExXS. 225 y6e e'’sgel ifaw Q” 
a+ * = ene re ga \pl a * mee -! ef tte o ms Sl ede a . : . 
ba 7 = 1231 Wis Db W ,SiGenorsoinpe esw doinw 
wsn 63 reartw j LTSbie8HOs NL story 'nbIwoo vow 
n a a) & t ( ¥ 
wu Os , iDigQO a 


-t4 Stonet don bLuco, voy 2TS00 HI6 uc La 

Paseales vei b sd Biuew sidsnocetseanw 2i dad 2 a3 A 

peiift As ,3i btstexvedny I zs vod Biwow bas 
) 















mo Setsisess, ssw l sz o8 Pooges: ASW a 
: 7 ; 
5 





taaomsb laeeit. .21q 3 a 1, 
ce babes ta 


aD. ee caphee at: 
; \ 


#12 


incremental investment of CUL and related income taxes. 

On both counts an across-the-board increase, or 
any increase for that matter,» of the "REAL tfarm ‘service rate 
is entirely unjustified. | 

Dr. Herz gave as his reason for not having made a 
marginal cost study that he did not have (Tr. 21): 

"Time nor data available to develop estimates 

by reference to the experience of other utilities”. 
On cross-examination he testified that Company records were not 
available for breakdown into He three types of neneee tie units, 
different types of transmission services, distribution sub-station 
transformers and lines, and (Tr. 594): 

Siimeenat SOLt OL thang, hee because the Company was 

in the process of changing its accounting system". 

Dr. Nissel's emphatic denial of this alleged im- 
pediment (Tr. 820) and the work papers A and B underlying Dr. 
Herz' Exhibits 28 and 49 7ewhicen clearly show the breakdown of 
investment and operating expenses by individual generating 
Mite, COntcradict this testimony. 

The main reason for Dr. Herz abandoning any attempt 
to obtain adequate data and conduct a cost study was evidently 
the fact that he decided to Pa sspmemnny ea or other work he felt 
was more important in the fulfillment of his assignment. He 
testified on cross-examination (Tr. 570-571): 

"After a little work .om the.cost- frontius -c 

decided to put the effort ... on the development 
of the revenue data, the billing analysis, without which 
-we could not have estimated the effect of any rate 


change and secondly on the re-design of the rates 
themselves and at that point abandoned any attempt 


to put in cost data". 
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Or. Nissear testi fieds (Tr. 822-823)-: 


"Tf Dr. Herz had not been preoccupied with these 
other important chores to the exclusion of every- 
thing else, I am sure that he would have also found, 
like I have, that: the information required for a 
cost study for REA members was readily available". 


Whatever Dr. Herz! reasons for this omission, he failed to 


wd 
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pr osnica. the Board with any evidence on which it could base its 
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judgment concerning tie fairness oie reasonableness, of the old 
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REAL farm service rate and ees justification, or otherwise, of 


Fe nA CRONE AE ERTL OTIC IN EOL TOE AAR A nT re en TEI 


any rate _increase. 
Pie ene al 

By way of comparison with the haphazard and irregular 
approach of CUL and Dr. Herz in the decision-making process 
resulting in the proposed increase to REAL farm service rates, this 
Intervenor respectfully refers the Board to Exhibit 12 prepared 
by Dr. Nissel. It is submitted that this study epitomizes the 
orderly and proper use of rate-making principles (advocated by 
Dr. Herz Tr. 19), of data necessary for such a study, and of 
the long professional experience which is so obviously a pare 
of Dr. Nissel's background. It is submitted that Exhibit 12 is 
proof that by the continued payment of the rates which preceded 
CUL's application, REA customers would satasty all of Dr. Here” 


criteria for price-sensitive consumers entitled to marginal cost 


treatment and constraining limits on the low side, - namely: 


1. As a service classification they will produce 
and the Company will recover revenue equivalent 


to the marginal cost (see Dr. Herz' requirements Tr. 19). 


2. They will return to. the Company a4 full return 
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of 8.5% (see Dr. Herz! requirement Tr. 169) . 
ah The return will include’ & cushion or margin above 
marginal cost including the 8.5% return (see Dr. 


Herz' requirement Tr. 189). 


In view of the above, and in view of Dr. Nissel's opinion that 
absolutely no increase in REAL farm service rates is justified, 

1t is impossible, in the respectful submission of this Intervenor, 
for the Public Utilities Board to add to this return from mest 
REA's the further return proposed in the across-the-board in- 
crease, without completely disregarding the rate-making principles 


applicable to price-sensitive consumers and the evidence presented. 


V. DETERMINATION OF INCREMENTAL COST 


Exhibit 12, which represents the incremental cost 
study prepared by Dr. Nissel for REA members takes as its point 
of Bae eee te revenue requirements authorized by this Board 
in its decision dated October 16th, 1969. In this manner, it 
appropriately relates the REAL farm service rate to be approved 
in Phase Two directly to the evidence available from Phase One 
of this proceeding. 

Dr. Nissel first broke down plant investment, fixed 
charges and operating expenses by functional locations (Tr. 255) 
fn order to determine Cost of service related to CUD Ss ftacalities 
required for supplying REA members. These facilities comprise 
production, power pool, bulk transmission and sub-transmission 
plant and to a minor extent, distribution sub-stations. Cost 


is further classified by cost causations, namely, capacity and 
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every yocost (Tr, 6257): 

Dr. Nissel then developed capacity units for the 
various sections of the system or functional locations Cia. 
262) on the basis of which he calculated unit cost per kW 
and per kWh (Tr. 263). All this was done by using evidence 
presented by CUL in Phase One of. this proceeding and additional 
details provided by the Company from its records. 

Capacity units underlying the assignment of capacity 
cost to REA members were derived on the basis of load. factor,.. 
loss factor and coincidence factors independently developed 
and corroborated by tests made by Calgary Power Ltd. (Tr. 419) 

Mie attire esis, 82d, and 822). 

Dr. Nissel derived incremental unit costs by the 
application of percentages representing the ratio of incremental 
‘to average unit costs which he calls incremental cost factors 
(Tr. 267). This procedure is based on a technique he first used 
in a book published in 1928 which vide Senie a Study of incremental 
cost of providing reactive power (Tr. 267). He has used this 
technique in many incremental cost studies made by him since 
that time. 

Baer eeticel cost factors used in Exhibit 12 are based 
on studies of economies of scale b xperdenckd by electric utilities 
in the United States in recent years, and expected to be realized 
in the future in accordance with long-range forecasts (Tr. 266). 
As a safety measure, Dr. Nissel has raised these factors materially 
above lower values which he could have well supported (Tr. 268). 
He was also very conservative in all other phases of his study 


(Tr. 824), thus arriving at a total amount appreciably higher than 
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what would have resulted from the application of somewhat less 
stringent, but very reasonable, standards. He did so because 
all he wanted to show was the maximum amount of costs which CUL 
would have saved if it did not render service to the REA members 
(Tr. 268). He then showed that the old rate in effect prior to 
January 1, 1970, was well above incremental cost (Tr. 269) and 
that the REA members contribute therefor a material amount to 
the common cost incurred by CUL which otherwise would have to 
be borne by other customers. This excess amounts. to $189.,000 
with revenue under the old rate, $592,000 under the proposed 
rate filed December 17, 1969, and $485,000 under the proposed 
Yaeesftiled.March.3lst, 1970. 
Under cross-examination by Mr. Beames, Dr. Herz 

admitted that cost of service is an important element in 
Spr iving at individual rates and testified: 

"Well, I can give you a very quick illustration. 

My rough calculations indicate that ... we are 

talking of the order of ... $30.00 a kilowatt 

year plus about 2-% mills per kilowatt hour . . 

hMeaeaimal cost . . (Tr. 129) 
These costs apply to production and bulk transmission and to 
ai.l.kinds of load as stated by Dr... Herz in testifying: 


_ I just gave you rough figures for.generating - - of 


. . 


course, this would refer to all loads since all loads use 

the generation and bulk transmission systems." (Tr. 131) 
Dr. Nissel used these figures therefore in preparing Eno LS 
which showed marginal cost for REA members to be Sil, ooo, 00u, 7 in 
cluding subtransmission lines and distribution substations,. Dr. 
Wiesel Kestified with respect to this result of Exhibit 15: 


4 The excess of revenue produced by the present (pre- 


September 17) R.E.A.L. farm service rate over incremental 
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cost amounts to $361,000 which is nearly twice 
the amount derived from Exhibit Lew (eo Thee 
shows again that incremental CO sks MOneR aE cA! 
members developed in Exhibit 12 are conservative, 
and reinforce the validity of the conclusions I 
have drawn from that exhibit." Li een foo) 


-* The excess would be $657;000 under the proposed rate filed 


March 31st, 1970. 


The conclusions in Dr. Nissel's words are: 
". . I believe the evidence to show Cinvincingly 
that an increase of the R.E.A.L: farm service rate 
is not justified by incremental cost nor tolerated 
by value of service, and that it would aggravate 
the already existing unreasonable and unjust dis- 
crimination. I am further convinced that the rate 
increase would not be in the best interest of CUL 
nor its other customers because it would impede the 
promotion of increased use of electricity, which _ 
paven. Here Nas testified at’ Transcript 20, and 1 
certainly agree with him, is one of the essential 
aims of rate making. 7g a Sans 


----A rate increase, particularly of the magnitude 


and in the form proposed by the Company can only 
Beamy future growth." (Tr. 283) 


VI. CUL'S: REBUTTAL EVIDENCE AND IT DEFECTS 


On February, 6th, .19/0,,.CUL produced Mr... Provost aM. 
Jones and Dr. Herz for the purposes of rebutting Exhibit 12. 
No effort was made to rebut the other Exhibits prepared by Dr. 
Nissel and, in fact, the reversal of the Experimental Farm 
Service Rate 56 to its original form was evidently prompted by 
Exhibit 15. 

Mr. Provost testified when asked if the company had 
conducted any tests to ascertain the line loss occurring be- 
tween the power stations and the REA customers. (Tr. 486) 

"Yes we have ... The over-all loss as a percentage of 
the power delivered to the REA customers is calculated 


at 29% ... The nature of the tests were in the form 
of samples, but I considered them sufficient to validate 


this result”. 


4 | a | 
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In explaining why there might be a difference between 
the line loss of REA customers served by CUL and by Calgary 
Power Ltd., whose tests Dr. Nissel had cited in corroboration 
Of the loss percentage used in Exhibit 12, -Mr. Provost testified 
in essence that the percentage of REAs served by the two 
Companies at 14.4 kV and lower voltages is different. Question- 
ed by the Chairman, he states (Tr.. 487): 

“Yes, on the Canadian Utilities system we have some- 

thing between 60 and 65% of all REA lines are operating 

at 14,400 volts and the balance predominatly at 7,200 

wolts..ii,understand that onthe Calgary Power system 

they have approximately 75% of their lines operating 

at 7,200 or in that neighbourhood. They actually used 

7,620 and the balance at 14,400 volts". 
He did not explain why this should cause higher losses on CUL's 
system. This was the extent of his testimony which was not 
supported by any evidence. 

Mz. Provost on i eee ee brier ly Jeand there 
appeared to be reason to doubt the validity of the tests 
mentioned above. A breakdown of the 29% over-all losses into 
bulk transmission - 34%,sub-transmission - 5.6%, and rural - 
“ise was also left unsupported. 

Mr. Jones then ost SEE EES 25, 20 ond 27 whick 
he characterized as a "re-work" of certain schedules of Exhibit 
12 and weeaeetedy cally distributed cost study. These Exhibits 
have been referred to previously in this argument. 

Dr. Herz took issue with certain aspects of Dr. Nissel's 
views as outlined in Exhibit 12, particularly the use of 1970 
figures and the development she incremental unit costs from 


average unit costs by Gus application of what Dr. Nissel called 
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incremental cost factors. This point will be referred to 


hereinafter. 


He then presented Exhibits 28 and 29 purporting to 
represent ‘Approximate Marginal Cost of Facilities Required 
for Service to REA Members" and"Preliminary Estimate of 
Marginal Cost for Urban Residential Services (Large Towns)", 


respectively. 
Dr. Herz testified (Tr. 514): 


"I have presented these two Exhibits primarily 
to satisfy the request by Mr. Beames and by 
the Chairman for an indication of how the 
marginal cost constraint can be applied in 
preactace< sirdidastate onedirectrbut,i our 
evidence has some pretty wide holes in it, 

and I wish this to be taken only as ap- 
proximations and as estimates reflecting my 
best judgment from notes I have made during 
the course of my work for this Company". 


However, it became evident that Exhibit 28 was intended to 
rebut Dr. Nissel's Exhibit 12 and to support the increase of 
the REA rate, when Dr: Herz testified a little later (Tr. 
518-19): 

"So, this exercise, approximate as it is shows 

the marginal cost to be above 1 3/4¢ when allow- 

ances are made for the sub-transmission lines 

which I have not included and that may be compared 

with ... an average rate under the new rates for the 

REA's of just under 2¢ per kWh. So that I would 

say that just on the basis of this exercise the 

proposed rate is pretty close to marginal cost 

if not below it". 


Dr. Herz briefly went through his calculations, but did not 


give any information as to the sources or derivation of the 


data underlying his Exhibits. 
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During the adjournment which followed the presenta- 
tion of CUL's rebuttal evidence this Intervenor obtained and 
examined the work papers underlying Dr. Herz' Exhibits, and the 
maps, work papers and other information relating to the Company's 
loss tests on which Mr. Provost had testified. The examination 
of this material confirmed the suspicion that the tests on 
which Mr. Provost and CUL relied for Mr. Provost's calculations 
of 29% losses for REA members were entirely unrepresentative of 
REA distribution systems and yielded losses grossly in excess of 
the average loss percentage applicable to the REA's as a group. 
Some tests were made in areas where all conditions tended to 
increase the loss percentages considerably above the average. 
Other tests were conducted during very brief and unrepresentative 
periods. It is the respectful submission of the Union that CUL 
should have acted with a greater degree of responsibility than 
to present such misleading evidence to the Board. 

Dr PNissel testified (Tr. 808-10) > 

"In the Baytree-Bonanza area for instance (which is 
served at 14.4 kV), only the smallest transformer 
size, namely 3kVA is used and even these small 
transformers are loaded to a much lesser extent 

thar’ For REA's as a whole. Both factors lead to 
increased loss percentages as compared with other 
REA distribution systems, served by CUL. D1is— 
tribution feeder mileages are also greater and cus-— 
tomer density is lower in this area than elsewhere, 
resulting in enhanced line losses. Mr. Provost 
corroborated all these facts and admitted at fr. 743 
that the losses in the Baytree-Bonanza area are not 
representative. He further agreed at Tr. 747 that 
the customer meters in this and the West Pouce Coupe 
area were read by the farmers or estimated at the 
beginning and end of the test period reflected’ in his 


original study, and that there might be quite a 
variation in these readings. 
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On my request the Company provided me with test data 

for periods which began and ended with the billing period 
for which the meters are read by Company personnel. 

In the Baytree-Bonanza area the shift of the test period 
from the calendar year 1968 underlying Mr. Provost's loss 
calculation to the twelve month period from May, 1968 to 
May, 1969 showed a reduction in the loss percentage 

CeOmse PLS to 5098 Olan Whe Ottawa area (served also at 
14.4kV), where during a 49 day period in August and Sept- 
ember, 1969 losses amounted to 20.83 Of Sales, a test 
conducted from September 29th, 1969 to February 25th, 1970 
indicated losses of OTs oro a 


Mr. Provost stated several times that the charging current 
on the 14.4 kV system has the result of increasing losses 
in-these areas*and testified at Tr. 735 that these losses 
may be anywhere from 3/4 of 1% to 3%. Since Mr. Provost 
testified at Tr. 756 that the power factor on the 14.4 kv 
system is close to unity, a fact which I had already 
elicited from the Company before, the charging current cannot 
cause any losses, in fact it reduces losses which would 
otherwise be the result of a lagging power factor due to 

the magnetizing current of the line transformers". 


‘Dr@yNissel’further testified (Tr: 812-13): 


"As admitted by Mr. Provost, the loss tests on the 

7.2 kV systems also overstate the average loss’ per- 
centages which the Company is likely to encounter 

for REA members served at this voltage. He agreed 

at Tr. 753 that in the West Pouce Coupe area the 

low use per customer results in inflated (transformer) 
losses and the losses in the oversized substation trans- 
former contribute to the exceptionally high loss per- 
centage recorded which he admitted is not representative 
for 7.2 kV areas. In the CVL and Braes areas, the loss 
tests were conducted during brief summer periods when 
the loss percentage materially exceeds the average 
annual loss percentage as demonstrated by the Ottawa 
Hester Provost agreed “at “Tr. “/6) that ..4 stains 

to reason that the losses in the CVL and Braes area 
would also amount to lesser percentage during the 

winter months. 


in spite of all this, Mr. Proyost has used these loss 
percentages in calculating the 18% distribution losses 
on which he testified in this proceeding. The fact 
that he has weighted the various loss figures certainly 
does not enhance their reliability, since weighting 
several wrong figures certainly does not give one right 


BoaULe . 


Dr. Nissel further investigated losses incurred by 
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REA's in the United States using 14.4 kV distribution and 
compared them with losses in 7.2 kv systems having customer 
density and use per farm similar to the REA's served by "CUL; 
This did not disclose any appreciable difference in losses 
between systems Operated at these two voltages (Tr. 817). He 
also testified that he corresponded on the subject with the 
Rural Electrification Administration in Washington which confirm- 
ed these findings (Tr: 816)’. 
Dr. Nissel concluded from a careful analysis of 

the maps and work papers and the wealth of other information 
he obtained from the Company (Tr. 813): 

"That the average loss percentage for all REA 

members is materially lower than that calculated 

by Mr. Provost on (his work paper) Exhibit D." 
Bee ces teen (Tr orn) 

"Even after proper adjustment, the loss tests of 

CUL seem to indicate that the percentage losses. 

in the 14.4 kV systems are higher than in the 7.2 

kV systems, a fact which I have taken, of course, 

into account, by using a weighted average loss 

Bacio, or “i27.“ 
Finally, he sums up (Tr. 813): 

"In fact, even if the losses in the 14.4 kV areas 

were 15% and in the 7.2 kV areas 8% of sales, the 

weighted average for all REA members would be only 

12%, which is the figure I have used in Exhibit 12". 
ee Tr. 863, Dr. Nissel admitted a clerical error on Exhinit 25, 
the correction of which he said would make a slight change. He 
added that he had not relied on this Exhibit for his final con- 
clusions, but on subsequent exhaustive checks of Company tests. 


Appendix A to this written argument corrects this clerical error 


and shows that the change does not affect the tenor of Dr. Nissel's 


testimony with respect to Exhibit 25, nor his conclusions 
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; *\ 
concerning the loss percentages for REA members. 

An analysis of Dr. Herz! Exhibits 28 and 29 and of 
the work papers, Exhibits A and B, used in their preparation, 
revealed some startling facts with respect to his technique 
and the arithmetic used in its application. 

Dr. Nissel demonstrated with reference to Pri ta36 
that Dr. Herz' technique (Tr. 830) = 

"Is --- not in accordance with planning and operating 
“practices of CUL as confirmed by Mr. Jones' on cross- 
examination". 
He further pointed out that (Tr. .831): 
"Emminent economists whose writings I have studied 
would not accept Dr. Herz' technique as producing 
marginal capacity or marginal energy cost” . 

If logically and properly applied, the distortions 
caused by the technique as such would not have been of serious 
consequence. However, Dr. Herz made in his calculations under- 
lying the application of ee technique a number of most serious 
errors. 

Dr. Nissel enumerated the major errors and demonstrated 
their effect at (Tr. 832 through 835) with reference to 
Exhibits 33 through 37. His analysis showed that including the 
effect of the rate of return of 9.6% eoeawey Dr. HEerZ, mardinaL 
cost of 1.73¢ per kWh shown on Exhibit 28, line 3 is overstated 
by 33%. When applied to 1970 sales of 116,740 MWh, marginal 
cost determined by Dr. Herz exceeds the proper amount by more 
than $500,000 (Tr. 828). An error made in calculating the energy 
percentages by itself accounts for $200,000 (Tr. 842). 


. ’ 7 + Lj 
To avoid repetition, reference 1S made to Dr. Nissel's 


testimony under re-direct examination at Tr. 828 through 844, 
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where he has given a detailed and well-supported analysis of 
Benibit 29. 

When, on cross-examination, this Intervenor had begun 
to explore Dr. Herz' arithmetical and other errors and omissions 
in Exhibit 28 and the underlying work papers, Dr. Herz evidently 
realized the vulnerability of his presentation and contrary to 
his testimony at Tr. 518-19 stated (Tr. 565): 

"Yes, the figures were put in. Exhibits 28 and 29 
only for explanation of what was meant by marginal 
cost study and not to be given weight as having 
final probative value as a demonstration of the 
cost underlying any particular rate". (Emphasis added) 
On cross-examination by Mr. Beames (Tr. 600) Dr. Herz reaffirmed 
this testimony in the following exchange: 
"Q. Now as I understand your evidence, Dr. Herz, 
Exhibits 28 and 29 were submitted simply 
to show how marginal cost restraints could be 
applied, that they were not submitted to prove 
the reasonableness of any particular rate which 
is now in effect? by 
aren That is correct. Had it been possible to do so, 
I would have done so on direct testimony; ascii 
told the Chairman. 
O. geSO ethat «Exhibits.<28 sand 129 réeallyratesoheno 
particular value in helping the Board to deter- 


mine the reasonableness of any particular interim 
rate? 


Adwiestihat 4.s conrect.. 2! 


It is respectfully submitted that the performance of 
CUL in presenting these Exhibits and the collateral testimony 
is indicative of the irresponsible attitude of the Company in 
regard to the important subject of rate design and cost analysis; 
and it appears to have been the sole purpose of the Company in 


presenting these Exhibits and this testimony to attempt to throw 
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doubt on the cautious and conservative analytical work of 

Dr. Nissel rather than to provide any reliable information 

to the Board. It is therefore the position of this Intervenor 
that the Board should not give any weight to this evidence. It 
should however be agreed that there is validity to the unit 
costs developed by Dr. Herz in Exhibit A, which unit costs 

are taken from details underlying the evidence submitted by 

CUL in Phase One of this proceeding and given to Dr. Herz 

by Mr. Jones. | 


VII. ADJUSTMENT OF EXHIBIT 28 AND RECONCILIATION 
Wi THORXHIBITSH12 


lL. Derivation tortunit Costs 


Reference has already been made to the fact that 
Dr. Herz , in his rebuttal testimony, objected to Dr. Nissel's 
Pefinition of incremental cost, his use of 1970 cost figures, 
and to the derivation of incremental unit costs from average unit 
Pieter it ties context he testified (Tr ..534)): 


"TJ define marginal cost as the long-run planned-for 
added cost of serving added business. In other words, 
my measure assumes a continued addition of business 
of the type in question". 


Dr. Herz had testified previously(Tr. 532-33): 


Be the extensive development of the rural market ... 


7 8 « 
W 
° 


seems to have come to an end 


Dr. Nissel demonstrated that the intensive development is also 


levelling off, by testifying (Tr. RS A pe 


" ~~. The record in Phase One shows that sales per 
REA member have increased by more than 40% during 
the past four years from 1964 to L350.  HOwever, “cis 
Company has estimated sales per customer to grow 


less than 16% during the next four years from 1968 
HoBnlair2.¢ 
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Under these circumstances no "continued hele tr G oh tape ieee) ae ahha: eh 
business can be assumed, so that Dr, Berg * eiegavan oor 

to “long-run added costs of serving added business" is not 
necessarily the only criterion and Dr. Nissel's use of 1970 
cost figures reflecting the view "from our present vantage 


point" (Tr. 249) is not improper as asserted bye Dr ouerz, 


Bz, Herz added {Tr ..535)¢ 
“*#»es2One cannot start out with a conventional cost of 
service study and develop from it guides as to lower 
limits of reasonable rates when applying judgments 
as to so-called incremental cost ratios as in column 
(Soot, Schedule, 6 of Exhibit.12". 


On Exhibit 12, schedule 2, Dr. Nissel first deter- 
mined fixed charges applicable to generation in accordance with 
che total amount authorized by the Board for 1970. He further 
classified generating expenses for the same year between capacity: 
and energy cost. He ee divided capacity cost by generating 
capability less 15% reserve capacity, and energy cost by the 
system send out or net generation arriving thereby on schedule 
6, column (4) at unit costs per kW and kWh. He multiplied 
these unit costs by the inerementad Cost: factomsi in column (5) 
to obtain incremental unit costs in column (eje” The same pro- 
cedure was used for the development of transmission uhit costs. 

Dr. Herz used for his study 1973 figures given to 
him by Mr. Jones (Tr. 801) and followed a different sequence in 
developing marginal capacity and energy related unit costs under- 
lying Exhibits 28 and 29. The derivation of these unit costs 
on the work papers identified as Exhibits A 


is clearly shown 


and B and Dr. Herz' testimony at Tr. 564 through 588. 
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Investment per kW on Exhibit A, line 6.2 re- 
presents net original cost in 1973, shown in line 6.1, and 
labelled "aggregate investment", divided by the rated capacity 
an’line 2Y© The figures in ?lineo6v8icadlled "aggregate used for 
analysis" are the fixed charges including depreciation, return 
at 9.6% and related taxes based on 50% debt at 8% (Tr. 576). 
Dr. Herz testified (Tr. 574) that the rate of return 

"is the claimed rate of return in the Phase One case 
we did not, at the time I did this have a Phase One 
2 eas by the Board, otherwise it would have been 

Depreciation was calculated as sinking fund an- 

Dategeac o.oe interest (Tr. 574): 


--. The purpose of using the sinking fund annuity 
is to levelize fixed charges ..." 


Are art (Tr. 576)}*hetsaia: 


ee Leer Cason EOL "Using, 965300 .eis,therumt is 
the nearest round figure, tables don't show 9.6%". 


Energy cost on Exhibit A, line 7, includes all 
-operating and maintenance expenses as indicated in footnote (a) 
- and represents the total amounts estimated by CUL for 1973 
divided by total estimated net generation underlying Exhibit 40. 
Mr. Jones gave this breakdown also to Dr. Nissel (Tr. 776). 
Capacity and energy relaced unit costs from 
Exhibit A, lines 6.8 and 7 are combined on Exhibit 13, lines l 
through 3.24, into base load, secondary and peaking generation, 


and the averages for these three groups are recapitulated in 


lines 4 through 4.24. 


Except for Dr. Herz' use of 9.6% return and the 


inclusion of all operating expenses in energy cost,- ignoring 
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for the moment the distortions resulting from some of Dr. 
Here errors, the marginal unit cost of $23:96 per kW shown 
On Exhibit B, line 4.14, column (3), and marginal energy cost 
of 1.64¢ per kWh in line 4.24, column (3), are therefore com- 
parable to Dr. Nissel's incremental unit costs shown on Exhibit 
12, schedule 6, column (6), lines 1 through 4. 

To permit comparison, it is necessary to adjust 
Peenera = Capacity cost from 9.6% to 8.5% return and Dr. Nissel'’s 
energy cost to include all operating expenses. This can be done 
by multiplying Dr. Herz' Capeciivrcost of 523206 representing only 
fixed charges by the factor of 0.893 (Tr. 852), Obtaining 
$21.40 per kW compared to Dr. Nissel's $21.73 per kW shown 
on Exhibit 12, schedule 6, column (6), line 1. 

Total generating expenses underlying Dr. Nissel's 
study and shown on Exhibit 12, schedule 1, column (4), line 
6, amount to $2,371,000. If this amount is divided by net 
generation of 1,067,000 MWh we obtain nee rn COSt as | 
2.22 mills per kWh, which is comparable to Dr. Herz' 1.64 mills. 
Peeappears that Dr. Herz overlooked the fact that the energy 
cost of .141¢ per kWh shown on Exhibit 12, schedule 6, column 
(6), line 4, includes only fuel cost and some maintenance ex- 
penses when he testified (Tr. 538): 

"That energy cost of elie cannot be achieved 
if you were going to generate any substantial 


amount of service from the ata ten type of 
unit or from peaking units" 


There remains only one point to be clarified, the 
path followed by Dr. Herz and Dr. Nissel from total capacity 


cost to marginal and incremental capacity unit cost per kW, 


respectively. 
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Dr. Herz' Capacity unit costs are derived by 
dividing total or average fixed charges by generating cap-_ 
ability "before reserves" as is evident from Exhibit A and 
specifically stated on Exhibit Boilie 2 ote woo linn (Le 
By omitting the 15% reserve capacity, Dr. Heng has in effect 
used a "marginal cost factor" of 1 divided OVA taal 3. OF Os Ss 

Dr. Nissel divided total fixed charges by gen- 
erating capability less 15% reserve capacity, as shown on 
Bebo lke column (2). line 5. He thereby obtained average 
unit cost per kW exceeding by 15% the marginal unit cost which 
he would have derived by Dr. Herz' procedure. He then applied 
an incremental .cost factor of only 95% as shown on Exhibit Ley 
schear ie Secu (5a. 

If Dr. Nissel had followed Dr. Herz' procedure 
and divided total cost by the generating capability “before 
reserves" of 318 MW shown on Exhibit 12, schedule 5, line 3, 
incremental unit capacity cost would be $6,336,000 divided by 
318 MW equals $19.92 per kW instead of $21.73 shown on schedule 
fe column «(6)., bane 1. 

On Exhibit 12,.schedule 6,.column .(6).. line 78) 
Dr. Nissel shows incremental cost for the power pool of $5.50 
per kW and in line 11 for bulk transmission of $3.73, or a total 
of $9.23 per kW. Taking issue with Dr. Nissel's procedures used 
in preparing Exhibit 12, Dr. Herz testified (Tr. 539-540): 

" (tf should note that CUL is peculiar in that 
its peaking units, its gas turbine units have 
to be run longer hours than are characteristic 
for other utilities, in part because they serve 
as regulatory devices for the very extensive 


transmission systems and this is a ractormiunak 
is somewhat peculiar to CUL. 
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Mewes. Can gO through each one of these functions. 
For example transmission, as Dr. Nissel has 
indicated, I might use a smaller figure than 70% 
--. in relationship between the marginal cost of 
transmission and the existing cost, but I would 
not derive it from historical data, it would be 

a firm figure that would be related to the amount 
of additional transmission that the Company has 
to budget in order to handle its projected future 
loads, and of course, the Company is responsible 
for seeing to it that it can handle those loads 
and it must make commitments now to handle those 
loads in the future, so that the Company is always 
planning and budgeting such facilities in advance. 


Now here I have not been able to get a definitive 
figure because transmission line plans have 
literally been changed within the time I have 
been working with this Company. We have 
accelerated plans for building some large 
lines and it is difficult to say what the 
effect of the accellaration would be on the 
requirements of the future, and this I have 
not had time to review but it is this kind 

of study that is needed if you are going to 
use an incremental or marginal approach and 

I don't think Dr. Nissel's use of the ratios 
in column (5) in schedule 6 of Exhibit 12 are 
adequate to convey that sort of information. 
fies 2espect, they are much tess factual 
than even my clear guesses which at least have 
been based on talking with people and getting 
some idea of what this Company is involved in". 


However, in Exhibit 28 he arrives at a figure of 
$6.92 per kW including 9.6% return and 10% operating expenses, 
or $6.64 when adjusted to 8.5% return. This looks suprisingly 
close to reflecting. a "marginal cost factor" of 45%, which is 
the average of 50% he has used in line 13216 for 144/72 kV 
transformers and the 40% he has given in an example at Tr. 127- 
28 for transmission investment. 

After all the hue and cry it becomes clear that 
Dr. Herz has developed marginal unit cost in the same manner as 
Dr. Nissel, namely, by starting Wiltn tOtLal, or average, cost per 


kW and implicitly by omission of generating reserve capacity or 
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explictly by the use of percentages reduced them into what 
he calls marginal cost. 

It is considered important to demonstrate this 
fact because it puts Dr. Herz’ reply to Dr. Nissel's study into 
proper perspective, and confirms again the most conservative 


approach which Dr. Nissel repeatedly underlined in his testimony. 


ae Adjustment Of" ExXhrore 26 


Dr. Nissel presented Exhibit 38 to make the 
necessary adjustments to Exhibit 28 and to show the total 
marginal cost for REA members based on marginalpunit costs 
Por 19/3 .gathissis.fullyvexplained+at itn. «849 through 853. 
The adjustments reflect the elimination of the Rainbow No. 

1 unit which changes capacity and energy unit costs against 
those quoted in the foregoing discussion. 

On cross-examination Mr. Massie question Dr. 
Nissel at Tr. 860 as to whether the extra cost of producing 
energy at peak load time should not be given some effect, 

| . valent : 

and if it is not relevant to try.and find out/the peaking 
generation costs are and who is responsible for them and should 
Dayweor ithen. ~Inethis context meference sis smade .tocExbibity,s6 
which shows that only a minute fraction of the energy generated 
by so-called peaking units is actually used for )peaking.,.Dr; 
Nissel testified with reference to this Exhibit (Tr. 846): 

"It is perfectly clear that what Dr. Herz 

classifies and allocates as peaking units 

operates mostly for other than peaking 

Murposes ... In fact the energy volumes 

represented by these rectangles which a= 

tudes on the right side beyond the line of 

the load duration diagram are generated for 


other purposes than assumed in the classifica- 
tion of Dr. Herz. Sometimes these units may 
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Operate for regulating purposes or for area 
protection and sometimes for base load units 
when Battle River No. 3 or Milner No. 1 are 
out of operation because of inspection, over- 
haul or forced outage i= Tn’ tive respect. 
should like to refer to the testimony given 
by Mr. Jones on Cross-examination which com- 
pletely corroborates the foregoing". 


Even if the peaking energy were not only 1/20th 
of 1% of total generation (Tr. 786) and therefore completely 
immaterial, it would be impossible to find out who is res- 
Monsible for it. Dr. Nissel. testified in this context (Tr; 
861): 


'",..we have established yesterday in cross- 

examining Mr. Jones that the Company operates 

units at different times for different purposes, 

you can't draw a hard and fast line and put each 

unit in a particular compartment, that just 

doesn't exist, and you cannot determine further 

which unit is used at what time for which class 

oa Service, ss 
Dr. Nissel, who has designed, constructed and Operated power 
plants for electric utilities, and made many studies or utility 
operations, is no doubt qualified to make such a statement. 
Mr. Jones' testimony at Tr. 792 confirms Dr. Nissel's opinion. 

Although cross-examination of Mr. Jones at Tr. 777 

had established that the total energy production of Rainbow 
No. 1, a material part of which Dr. Herz treated as peaking 
generation, will be required for serving the oil company, Mr. 
Massie questioned Dr. Nissel again at Tr. 861 about the elimin- 
ation Of this unit ‘in .the’ preparation’ oP Exhibit 68" in «his 
context reference is made to Exhibit 26 in which Mr. Jones 
stated that this unit is operated by NUL which bears the operat- 


ing expenses and charges them to the oll conpany. Leas sup— 


mitted that there is absolutely no justification for the transfer 
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of these Operating expenses to CUT, . 

The evidence overwhelmingly demonstrates that 
the elimination of Rainbow No. 1 is imperative, and that the 
only possible manner in which the higher generating costs 
at peak load periods can be charged to any class of customers 
is by the averaging process shown on Exhibit 38 as testified 
by Dr. Nissel at Tr. 859. 

To use Mr. Massie's language at Tr. 858, Exhibit 
38 represents therefore a perfectly proper re-test of Exhibit 12 
according to Dr. Nissel's method UsStng eg LOTS unit cost. “Lr is 
evident that the format of Exhibit 38 follows that of Exhibit 
28 by developing first marginal cost per kWh and deriving 
total marginal cost by multiplying sales by cost per kWh, while 
Exhibit 12 Betis tli reverse shgeoreupepsel This permits ready 
comparison of Exhibits 28 and 38. The result would of course 
be the same if Dr. Nissel had used for Exhibit 38 the format 
of Exhibit 12, schedule 6. Only the arithmetic would have 
been different. 

The difference in marginal cost of about $250,000 
derived by ExhibitS38 and 12 is primarily dbe totitwo factors. 
First, generating expenses labelled by Dr. Herz as energy cost 
and amounting, after elimination. of Rainbow No. 1, to .141¢ per 
kwh, as. shown.on Exhibit..38, schedules, Columnent6je7e lane 47 Care 
considerably lower than the amount of .222¢ per kWh based on 
1970 cost calculated on page 28 of this written argument. This 
accounts for a reduction of $115,000. A reduction of bheysame 
magnitude is due to the difference between marginal transmission 


cost developed by Dr. Herz and.Dr. Nissel amounting to $6.64 


ETH 




















S. 


_— 


IUD of aewnsako patie = 
tpt eetsacanoteb Ylunimieriteyo sanebive ont 5 
ada seeds bee ae si [. ,ou wothrise 20 nods omto A a 
i 7 : 
*, 

adeod pittisyvenSp tedetd ont doidw nit y7erntem ofdieeog (i 
‘stemotato Io 2eefS yas o¢ ba&pusdo ed nso et boftsq Bol toma a 
beitises+.e5 $£ Sidinxa no mode aascoig BRIPATSVE ath vd at 
.CBS 21 Ss (seem x0 yd 
gidtdxa . 828 . xT te spsupral a*sftee6M .1M Sen,oT qo 
$i tididvs to teet-sa7 teqorg yloossssq’s Syc TSIeHs ctnseongeon BE 
ei 4% .ds00 4inv VEL ontew bonvsm es" Tsece xd od pribseoss 
Gidx™ to aden? cwollor 8c FLaidxd Zo terrtat sit tee ioshive — 
4soo fenttpuem  tei1L£4 ch 
slidw ,dwit ssc i200 vd asise poiyliaqttiom ya Jeoo feciyiam eae 
yokex atimueq eidT ,Sonevps2 %836vST Ses ewos (loz st ikl 
seivep to Hbitrow +i vesxy sit .°. Sh hopes taindza “Io noatihieaee 
soinyot sit-BE 2ttdidxa 101 Seat bed Llesehh aa ts <tr 
ver’ biuow pisemisixns eit yin0. .@ siebaios s&s sidteed? Se 7 

— 
.ino197326 mead 


O00 Dele suede io deaod: Lanipssi at somes: 466 say 


1 
- 
~ 
r 
iD 
~—_ 
~~ 
A 
Y 
—_ 
-_ 
\ 
~ 
_; 





«Btos552 Ow) of ond yitiemiag el Ciiins 6he4tdidns eid 


‘2209 sapere a6, BAGH - 20 yi fol Ledsl ah ie 


e eg oF hw a 40 rs ; i a 


=f eb pat pie me : 


ay 
a 

=f ae 

=r 





ale me + 
= Jee Ss! ~~ 
— - oe © * , I ry i mA an } 7 


er, a ea a ied a _ > 
2. 44 : My ras ¥ S P . “6 - 
ee ee, Whee bank 

sli, 4 . 


ew 


#34 


and $9.23 per kW, respectively, as explained on pages 29 and 


30 of this written argument. 


VIII. UNDUE DISCRIMINATION 


1. Experimental and Company Farm Service Rate 
schedule 56 


Exhibits 13 and 14 were submitted to demonstrate 
undue discrimination against REA members. With respect to 
Pewee ous wor. Nassel testified (Tr... 273): 

",...the farms served under the experi- 
mental farm service rate and the REAL 

farm service rate have the same character- 
istics and are served through identical 

and often physically the same facilities. 
However, the REAL farm service rate must 
only cover applicable production and trans- 
mission costs, while the experimental farm 


service rate must also include the rural 
distribution cost borne by the Company". 


He then proceeded to determine revenue per experimental and 
Company farm under rate schedule 56 issued December 17th, 1969, 
and incremental cost applicable to the rural.distribution systems - 
CUL has constructed and operates for these customers. Incremental 
cost comprises fixed charges, including 8.5% return and related 
taxes, and operating expenses. The balance of revenue which is 
available for covering. production and transmission costs, com— 
pares with revenue produced by the REAL farm service rate for 
service at the same level of CUL's system, namely, the sub- 
transmission level. 

Exhibit 13 shows that experimental and Company farms 
rate schedule 56 issued December 17th, 


served under the proposed 


1969, would just produce incremental cost. REA members, on the 
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other hand, would produce even under the old REAL farm 
Service rate nearly $200,000 in excess of incremental cost, 
as evidenced by Exhibit 12, schedule 7. Exhibit 38 shows 
that this excess is materially greater on the basis of 1973 
unit costs. As testified by Dr. Nissel Tr. 853, the excess 
would be $442,000. 

In Appendix B, Exhibit 13 has been up-dated by 
calculating revenue per experimental farm at rate schedules 
PPeaudeod issued March 31st, 1970, and the. amount available 
for production and transmission cost. This.amount is S141 as 
shown on schedule 2, line 3. Under the REAL farm service rate 
schedule 51 issued March 3lst, 1970, and now proposed by the 
Company to become permanent, the average charge per experi- 
mental farm would be $195 as shown on Appendix B, schedule l, 
line 4. This is $54 or 38% more than they will pay on the 
average under rate schedule 56 issued March 3lst, 1970. Even 
under the old REAL farm service rate in effect prior to this 
proceeding, experimental farms would have to pay for this service 
on the average of $163 per customer, as shown on Exhibit 13, 
Seuedule (hb; Line "6 } whichris 'S 22or 4h62 tridre {that che applicable 
amount of $141 under rate schedule 56. 

As shown in Appendix B, schedule 2, line 4 and 5, 
incremental production and transmission cost per experimental 
farm ierSiS7 im ‘accordance with Exhibit LQ) and $ieaitas 
determined by Exhibit 38. Whichever of these two Exhibits the 
Board will accept, experimental farms will at best about produce 


incremental cost or will be short of this minimum goal by $16 


per customer. 
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After demonstrating with reference to Exhibit 13 

that CUL would barely recover incremental production and trans- 
mission cost under the Proposed experimental farm service rate 
schedule 56 issued December l7th, 1969, Dr. Nissel testified 
(TEQO827 86 

"Since the REA members have financed the most 

expensive part of the facilities required for 

their service, they should certainly not be 

required to pay for production and transmission 

cost considerably more than the experimental and 

company farms. From these facts it must be 

concluded that the proposed increase of REAI, farm 

service rates would constitute a flagrant offence 

against the prohibition of unjust, unreasonable 

and undue discrimination". 
Since revenue under rate schedule 56 issued March soso Oso 
is 5.5% below revenue produced by the December, ©1969 rate 1b 
is respectfully submitted that the prohibition of unjust and 


undue discrimination resulting from an increase of the REAL 


farm service rate would only be aggravated. 


2) \Residential Service Rates 


Exhibit 14 compared the form of the REAL farm 
service rate with the form of the residential rates and the 
experimental farm service rate. It demonstrated undue dis- 
crimination with respect to the form of: the experimental farm 
service rate which charged large customers less than the REAL 
farm service rate, although REA members pay for their dis- 
tripution facilities. The cross-over point was 2,5/> KWh per 
month. Dr. Nissel testified (Tr. 280).: 

",..Long before this point is reached, the REAL 
farm service rate crosses, of course, the ... 


residential rates, which are lower than the 
Ww 
experimental farm service rate . 
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He further testified (tr. 282-3); 
"Since the bill under the proposed experimental 
farm rate for larger customers would be less 
than under the Proposed REAL farm service rate, 
and the residential rates for that matters 1 


would offend more, and not less, against the 
Prohibition of Section 87 of The “Public: Uialities 


Board« Act" ~ 

While the discriminatory character of the form, 
although not the level, of the experimental farm service rate 
has now been alleviated by CUL's decision to change that rate 
back to its old form, such undue discrimination still exists 
with respect to the residential rates, particularly the re- 
designed rate schedule 11, applicable to the three large cities. 
THES 2aSeiblustrated:on Appendix C which updates Exhibit 14, 
chant li. 

CUL has to construct and operate for its residential 
customers all distribution facilities, and provides commercial 
and marketing service, which is not the case for REA members. 
Residential rates should, therefore, provide a margin adequate 
to pay at least a.reasonable portion. of the cost of these 
additional Pata tise and services. 

Appendix C shows that residential customers would 
under rate schedule 11 pay for 300 kWh per month only $3 hore 
than REA members, corresponding to $36 per year. The margin 
decreases rapidly because residential customers in the three 


large cities would pay for the excess only 1.5¢, while REA 


members pay 2.0¢ per kWh. The margin is wiped out at a little 
more than 900 kWh per month, or 1,000 kWn for small customers, 


an energy volume reached by the majority of REA members at 


least during some months. 


TEs os ‘wae 



















_ 

i etneintrecns Beaogoxze ans eit praony annie 
seal 4 Bluoow a¥omatels rptsl 162 S955 see 
a¢ea% epivagce may Jamel De {FO 4 au, fins a + 
$i ,x#9+5m Jed? sot Beres Lacs tebteas at 
wit tenteps desl 36h Snes .Si2on brs tao 
PSert20 orfdus scAT to Vs nortoe2 to solic 
en ee 


be ye 


© J , 

es t$5tit sh He } sfapoeb 2 "wu? - ‘(d@ Bbadgsrved fs naed wre bee 

‘ 7 eae 

ferxe Litge sctmittoeib Subnain dowe «mot ble 222. ee ma tne 
ix Lxe : , 

=< aft yvyiwsliusissaq agjst farinebregy eta oF 2 ges 


war. 
t spue6l se chs aldsoifage ,IL sipberice steg Saag Tr 


. 
pes he 


[siocaebias air tTo2. . =! & untenoo of B6n ao 
bousnmoo aebiverg Bas ,ealt li ioed MObsueesIeLb Lee 
7 
2 - _ — 
-219dnism AH 2 $24 ris an M2itiw , So.ivreeR pritetuem Bets 
: Ae 
Stor a5 ey wT EG ryoOTg oj ‘7 opt “f r vaTtie Sarat is ij¢nebs 
Stsipo5s {Bi ‘ . 


& S258! De 


Ld smos 


id 


esdivase. Bas estrailioa? fsno 
biiyow nxyonasaua letsrabtesxs t4dd ewotle, D «1 bnagGeA 


siem 2% vido idnom 29q AWA OOF 262 yeq IL ej uberloa 2 > 


ion yextétinee 






Mbeya edt -issy 199) ie ad aii 





| Fur Keen 
gs. exomosave eb oa ace eieken 


Aa *] _ 


#38 


The maximum margin of the other four residential 
rates over the REAL farm service rate is reached at 600 kWh 
per month and ranges from about $4 to $7, or $48 to $84 per 
year. Below 600 kWh the margin is less and it decreases also 
for larger customers. Apendix D which updates Exhibit 14, 
chart 2, shows that the margin is completely wiped out at 
2,000 kWh at rate schedule 12, and at 3,000 kWh even for rate 
schedule 15, monthly usages exceeded by many REA members. On 
the average, the margin is therefore much less than these 
Maximum amounts. We have therefore the same situation to 
which Dr. Nissel took exception when he testified (Tr. 280): 
"It appears to be rather incongruous that an 
REA member should pay for delivery from the sub- 
transmission system more than ... a residential 
customer for whom the Company has made a con- 
siderable investment in distribution facilities 
and incurs operating expenses for all of which 
the REA members pay separately”. 
The magnitude of distribution cost and commercial 
and marketing expenses which necessitate rate differentials 
as testified by Dr. Herz (Tr. 94 ££} may be gauged from the 
figures shown in Exhibit 12, schedule 2. Investment in general 
distribution substations and other Aieiripeeion plant, comprising 
distribution lines, line transformers, services, meters and 
lighting Pn nea, shown eee ean (2), Lines 15 and 18; totais 
$24,160,000 or eres $600 per distribution customer. 
Nietri bation cost of service shown in columns >) 
including commercial and marketing expenses inigines 20 and 21 


amount to $5,088,000 or about $125 annually per distribution cus- 


tomer. While the amount differs according to magnitude of the 


customer and the size of the community, and may be less than 


this average in the three large cities, it is obvious that even 
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the maximum margins above the REAL farm service rate are 

very considerably below the cost differentials. ee ie 
particularly true with respect to rate schedule 11 where the 
margin is negative already at 900 kWh per month. The argu- 
ment that material savings are made in serving these cus- 
tomers because the three large cities are supplied from the 
bulk transmission system (Tr. 260) and use only few sub-trans- 
mission lines, as shown on Exhibit li2, moheduile, 2... .line 3, 

is not valid since cost of service related to sub-transmission 
lines shown on ine dh of sthat schedule.) aus, ionly 2333 of stotal 
cost of service and has therefore a minor effect. 

Appendix C and D clearly show that the undue and 
ee scr ebis discrimination against REA members which was 
demonstrated by Dr. Nissel's testimony is not alleviated but 
aggravated by the rates issued March 3lst, 1970. Dr. Herz 
testified at Tr. 602 that the Company reverted to the original 
five community classes because in the large cities the tail 
ee the residential rate above 300 kWh per month was 1.5¢ 
in the pre-December 17th, rates, and that they wanted to keep 
the increase for certain ranges to 20%. To honour this 20% 
ceiling, the Company had to keep the rate to 1.5¢ per kWh, in- 
stead of 1.7¢ applicable to the other classes. Mr. King con- 
firmed this statement by testifying (Tr. 645): 


it's my understanding the reason we tailed that 


last step off was to achieve the 20% eriteris... 
However, for REA members, this ceiling was not 
honoured and this criteria was not applied. In fact the rate 
for the tail block which, as in the large cities, was 1.25¢ 


per kWh in the old rate, and was raised to L..5/% an. the .ate 
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issued December 17th, 1969, is in the latest proposal increased 
by 40% to 1.75¢ per kWh. 

From the average distribution cost: figure: of 
$125 per customer just given, which varies with sales, it 
is obvious that incremental cost of the jlastseblock ifomiservice 
at secondary distribution voltage at which urban customers are 
spplied, is higher than at sub-transmission voltage applicable 
to REA members. Notwithstanding this fact, the charge for the 
last block of the REAL farm service rate is proposed to be 
raised above that applicable to all residential and, in- 
cidentally, also general service rates. It is respectiuliy 
submitted that this is most unreasonable, and constitutes 
undue discrimination in the light of the evidence presented to 


the Board. 
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IX.,- THE ISSUE OF THE SALE OF ENERGY AT 
COST TO RURAL ELECTRIFICATION 
CO-OPERATIVE MEMBERS 


a 


1. The nature of the Commitment to the REA"s 
i ee EE MLO Ene REA S 


The first part of this Submission has dealt with the 
cost responsibility of REA members as energy consumers, and 
the principles of rate design which should be applied in deter- 
mining that cost responsibility. The evidence supports the 
Submission that the rates charged to REA members should not 
be subject to any increase and, as will be argued later, might 


properly be decreased. 


Quite apart from matters of cost responsibility and 
rate design, this Intervenor submits that in setting rates 
for REA's, consideration must be given to the special circum- 
stances under which Rural Electrification Co-Operatives were 
formed, and to the commitment made by the electric utility 
companies to the members of the Co-Operatives in regard to the 


sale of electrical energy. 


The importance and significance of this commitment 
cannot be too strongly emphasized, and it will accordingly 
be dealt with herein at some length. The farmers of Alberta 
who eo have their farms electrified have invested out of 
their own pockets in excess of $60,000,000, and are themselves 
committed in perpetuity to the ownership, maintenance and 
reconstruction of these distribution facilities. They are 
therefore in an entirely different situation than other con-. 
sumers who are not required to make or carry any investment 


in the system other than connections from property lines. How 
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and why did they become involved in this Situation, and what 
Special considerations attach to the situation so as to oblige 
the Company to give these consumers special treatment in 

rate design? What was Provincial Government policy in the 
matter of rates to be charged to farmers in these special cir- 
cumstances, and what undertaking did the companies give to the 
Government in order to avoid the possibility of a move towards 


public ownership of the electric utility systems? 


Premier E.C. Manning made it quite clear in his .corres-— 
pondence with the companies firstly, that he deemed it to be 
in the public interest that rural electrification should be 
started without delay,and secondly that if an acceptable program 
was not commenced, the possibility oe public power would have 


to be considered. 


The power companies were obviously faced with the 
difficult choice of becoming involved in the expenditure of many 
millions of dollars to extend service to remote rural areas, or 
of finding an alternative acceptable to rural consumers and their 
Government. The companies extricated themselves from the 
difficult position they were in by persuading the farmers of 
Alberta to spend the millions of dollars required to construct 
the rural distribution systems. In these circumstances it is 
obvious that, as asserted by REA customers over the years, the 
REA Co-Operative members must have been assured of some con- 


sideration in the form of special energy rates. 


A review of the evidence submitted by the Union of 
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Rural Electrification Associations establishes beyond denial . 
or “eae that REA members were promised "Dower atecost’, 
and that they have been assured and reassured over the years 
by the companies and the Alberta Power Contention ee ARGH 
was the case. The accuracy of this statement is substan- 
tiated in the two documents published by CUL, - the Balke Report, 
and the book entitled " Investor Ownership and Government Owner- 
ship of Electric Utilities ". As the Honourable Mr. Reierson 
pointed out in his testimony, the question of the advisability 
of public ownership is ever-present, and the preparation of 
the “green book" by CUL recognized this fact. It should be 
noted that Mr. King acknowledged both of these documents as 
having been prepared by Company employees, and that he did not 
in any way attempt to suggest that either document did not rep- 
resent the position of the Company in this matter. Tt should 
also be noted that Mr. King was present at a meeting in 1968 
at which the Balke Report was fully discussed, and that he 
indicated concurrence with the position Dyes en the Report. 
The question of the effect the Board should give to 
this power at cost commitment and to the continuing Government 
policy on which it is based, will be discussed in the next 
section of this Submission. 
It is important at this juncture to poing out that 


the commitment is not limited in time, and clearly must be 


deemed to remain in effect so long as REA members are obliged 


to maintain their investment in Pi StrIpucLon Lacii icles, and 


to replace such Facilities. 
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In view of the foregoing circumstances this Intervenor 
Submits that CUL has breached its commitment to the REA's and 
to the Government in the past in the rates it has charged REA 
members, and that by its proposal for an across-the-board rate 
increase to REA's the Company now, in effect, proposes that its 
Said commitment should be terminated unilaterally. The whole 
attitude of CUL and its witnesses seems to be simply that all 
consumers must be subjected to a percentage increase regardless 
of rate design or cost responsibility considerations which 
should be taken into account in allocating increased revenue 
requirements among consumers. It is submitted that in its 
approach to the problem of rate increases, CUL has attempted to 
abandon its responsibility to the REA consumer in order to 
placate its urban consumers whose counsel had fae concern 
over the possibility that farmers were receiving preferential 


treatment. 


fs The Evidence 


The oceeri eH by CUL as outlined above is com- 
pletely unacceptable to the Union of Alberta Rural iectrifica- 
tion Associations, and this Intervenor’ respectfully directs the 
attention of the Board to the following evidence in support of 


its contention that REA members were promised power at cost. 


(i) At (Tr. 901) Mr. John Adie, a member of the 


Fxecutive of the Union of Alberta Rural Electrification Assoc- 


iations, made the following comment in regard to a discussion with 






















id = 


i 
a 


sean 


oe 
~ 


' ’ Fk 
ZOnMeCRS iO eid asonntemvoxio pr ioperet BA) To wear at 7 


bns ¢' (2! edt of themstnitioo ati bemisord apn 209 yous eal niles @ 
ee 

H > 

naa hepuacdo ged FE agist sat ot JSeeq eae al saenaeevel ae » 

assy | nd-edteoanoyos a6 T03 d & BOqorg ati Yd tony One ,e1 cimem 


. 
eti Jer eegnaorg ,toette at ,.wonm yieatioS ent ee Aga of SeS91D0 
; es 
Slor vifsveds!I thy fotenimisade osc Bisode Jeon leo 


a 
= 

" : t > ar La 2 
[Ts ‘s Vin i ed O23 19928 o} ngiw adit Bas FU to abe 


bats imcdere t JI _exervertos pans 


on $35. gan WUD, Om si to mefderyg sat oF 1) sonenage 


5/13 O38 yi tlidge fl i 57 ax t ae 16 6 


200 sbiw a git? 


“oc ef svods Beniltvo «s JUD vd nedAsd neidlaow sar 


Soltit7oeli letent 6ss1edfh 36 notaU sft of offs sesaner 
Os 

a3 eyostib yl fotsosqass sonsviesnl eins Boe, ,enpitel mi 

: : @ 


te Ju we At oonsbive yaivolLo® of3 OF brnod ond 


Sale 






a E 
og beaiaorq. sisw a1sdmom I Ssrit Tolts 
) a os hod - ; _ 
7, : 





#45 


Mr. Marsh of CUL which took place at a meeting relating to 


the organization of the CLv Rural Electrification Association 


Co-Operative: 


“ALOtVes;Cves. tHe explained that it was a co-opera- 
tive venture between the farmers of Alberta and the 
Canadian Utilities. He said that they were prepared 
to, 1f the farmers put up the money, to construct the 
lines and to operate and maintain them and also to 
create a reserve that would keep them in good order 
in perpetuity, that they would do the work at cost in 
constructing the lines, and also energize the lines 
at cost, and that it would be a co-operative venture, 
and that there would be no money that would go to the 
shareholders of the Canadian Utilities from this farm 
operation, that they had abrogated their, any hope of 
ever getting any income from the farm people". 


(2) Mr. Adie attended the meeting in 1968 between 
certain Government officials, the Union Executive and CUL 
officials, at which time the Balke Report was discussed. Mr. 
Adie indicated that both Mr. Marsh and Mr. King of CUL made 


statements on behalf of the Company, and Mr. Adie said at Tr. 


O14: 


"A, Mr. Marsh indicated that since we were being 
provided electricity at cost he even went so far 

as to say that he would say that we were being 
supplied electricity at below cost that we were then 
not entitled really to any discount on our bills. 


Q.. What position, if any, did Mr. King take in the 
matter, that is to say what remarks did he make? 


A. Well, I wouldn't be sure of what remark he made 
but he certainly backed Mr. Marsh up in what Mr. 
Marsh had said about the farmers receiving elec- 
triLeiftyratacost and there would be no income to che 
utilities in which income tax could be collected". 
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(3) The Balke Report was introduced through Mr. 
Adie and marked as Exhibit 40. The following portions 


thereof were read. into the record (Tr. 908-10): 


"MR. BROWNLEE: And I'd like to read these two para- 
graphs, and then ask Mr. Adie if he received this 
information at time time. 


‘Significant progress has now beem made toward 

completion of studies relevant to several of the 
more important sections of the above report. Many 
of the 'Mead Report' recommendations have been covered 
in the course of these studies and the report which 
follows deals with the recommendations in the same 

. Order as in the 'Mead Report'. The total study covers 
a broader field. 


Before discussing specific items, it is of some 
concern that the assumption of some of the recommenda- 
tions was that the power companies were responsible 
for what are now considered the undesirable aspects of 
the Farm Power Program. It seemed to imply that the 
companies, in designing rates, deliberately produced 
a situation which restricted use of power; that errors 
were made in applying engineering principles; and that 
the companies either are making 'a profit" on energy 
rates, or will do so as farm consumption increases. 

It is human nature to think this way; possibly because 

it is hard for anyone to believe that an investor-owned 
power company would build and maintain farm lines at cost, 
and sell energy at cost. However, farm power cost records 
which are scrutinized by auditors and government bodies, 
show that Alberta farmers do have such a deal; and 
F.E.S.L. - Farm Electric Service Limited - and C.U.L. 
Rural department personnel have consistently acted in the 
farmers' interests". 


(4) Commencing at Tr. 916 reference was made to a 
book entitled "Investor Ownership and Government Ownership of 
Electric Utilities". This book had come into Mr. Adie's possession 
some two years previously. Extracts from it were marked as 
Exhibit F for identification (Tr. 918)and the Following extracts 


(Tr. 918-19) were read into the record: 
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"MR. BROWNLEE: There is a heading, there is a section 
number 3 and as I make it out the heading under this 
section is "Advantages to Customers of Investor-Owned 
Utilities' and at page 4 the following is contained: 


"The construction of the power lines to serve: members 

of the R.E.A. is carried out by the power companies 

at cost to the farmers and title to all such lines 

and equipment is vested in the association. As agent 
for the association the power company operates and main- 
tains the association System at cost for the farmers. 
Energy is also sold at cost to the R.E.A. members". 


Then Mr. Chairman, at page 10 of the same section the following 
short extract: 


‘There is an attempt by such critics to indicate 
that farmers are paying some of the profits made 
by the power companies. The power companies do 
make profits, but not on R.E.A. customers.' 


And then on page “12: 


"Criticism is often heard that farmers help to pay 
some of the income tax paid by the power companies. 
Since the farmers are getting their power at cost 

they are not supplying any of the profits of the 

power companies and are therefore not contributing 

any part of the income tax paid by the power companies. 


As far as the farmers are concerned they are certainly 
not paying any more than the actual cost of serving 
them, and the ordinary domestic consumer in a town or 
village might be justified in believing that, as com- 
pared to the farmer, he is not getting a fair shake.' 


Then from page 13 of the same section: 


"Maybe the power companies, the power commission and 

the government should not take too much credit for 
working out all the details of the intricate system by 
which the Alberta Farm Lines are built at cost and then 
are operated at cost. This is because, with minor 
changes to suit conditions peculiar to Alberta, the whole 
plan was modeled after the plan used in the United States. 
Like all the farmers in the United States, the Alberta 
Farmers' Lines are operated for them at cost and money 
for essential replacement of the lines is paid by the 
farmers. Like the farmers in the United States,.the 
Alberta Farmers get their electricity at cost, as nearly 


as that cost can be determined.’ 


Bnd. Pinal ly ;-.Sit, at.page 16. 
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"A rough calculation indicates that if farmers could 
improve their load factor to, say, 37 per cent, then 
the cost per kilowatt~hour of the power supplied to 

them would be reduced about 25 per cent’. " 


Mr. King was asked (Tr. 1023) whether this book was an 
authorized publication of CUL and he stated: 


"A, I believe it was prepared by Canadian Utilities, 
Mr. Brownlee. My association with it isn't that 
direct and my understanding is that it was put together 
about 1962 or '63 by members of the CUL staff, I was 
not directly employed by CUL at that particular time, I 
was with Northlands. 


Q. All right now, the only other question with respect 
to that, you heard me read into the record yesterday 
certain extracts from that book and I simply ask whether 
you can confirm that those statements were authored by 
someone in Canadian Utilities Limited? 


A. I believe they were,: that is all I- can say, I think 
it was Mr., the late Mr. Harold Davies but I don't know 
any more than that.” 


(5) Mr. John Muza of Empress, Alberta, is a member of 
the Bindloss Rural Electrification Association which was formed 
1 Wt ihe oe ba a He advised the Board that a Mr. Lennon of CUL discussed 
the organization of the Bindloss system with REA members, -inc- 
luding himself, and at (Tr. 948) Mr. Muza stated with reference 


to Mr. Lennon's advice to the REA's: 


"He said the Provincial Government had told the Power 
Companies that they had to provide the farmers with 
power and since the farmers were paying all the cost 
of building the line, operating, maintenance, billing 
and all the rest of it that they should then serve them 
without making any money on it. 


Q. And your contract called for a 2 cent rate, didi p~LtyY 


A. Yes, the rates were the standard rates with Canadian 
Utilities at that time $2.50 operating and maintenance 
charge, $1.00 a month deposit reserve and 2 cents a kilo- 
watt for energy used, this is a standard 3 KVA trans- 
former. 
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Q.- Was there any discussion between your directors and 
Mr. Lennon or any other company official as to how the 


2 cents per kilowatt-hour was made up or conceived as 
the amount of the rate? 


A. No, we had never asked for a breakdown, it would 
have been useless anyhow because there were none of 

us knew about electrical rate Setting slike athat sto 
have been able to judge his figures if he had given it". 


(6) At Tr. 962 the following statement from the 1956 
Annual Power Commission Report was read into the record: 


"It should be borne in mind that the power companies 
arrange for the building of farm distribution lines for 


the farmers at cost. ‘The companies also supply power 


at_cost. The power companies are therefore not making 

any money on farm electrification so that they have no 

profit to justify them in spending for such feeder lines 

as we have mentioned. These lines are necessary, however, 

if the farmers in the more remote areas are to get power 

at anything less than prohibitive cost". (Emphasis added) 
The same statement in precisely the same terms appears in a series 


of Power Commission Reports, and obviously would come to the atten- 


tion of the Company, the Government and REA members every year. 


Careful consideration of the above evidence makes it’ 
clear that, as stated at page 43 hereof, REA members have been 
assured and reassured over the years that they were in fact re- 
ceiving "power at cost". The assurance and reassurance has come 
both from the Alberta Power Commission, in its Annual Reports, and 
from CUL in the form of statements made to REA members during the 
formation of the various co-operatives, and on other occasions 
such as the meeting when the Balke Report was discussed. No 
doubt,- aS was pointed out by the Honourable Mr. Reierson, these 


consumers also sought and obtained the same assurance from their 


government members. 
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In the light of the evidence accumulated on the 


record in these proceedings, including the statements att- 
ributable to Company employees, it might have been expected 
that the Company would be in a position to know definitely 
whether or not the promise of power at cost was made; and it 
is in the peculiar position of not knowing as much on the 
Subject as its employees professed to know. Mr. King apparently 
could not satisfy himself as to the Original discussions bet- 
ween the Government and his Company, and at Tr. 1017 he said: 
"Q. Mr. King, would it then be reasonable to say that 
you can neither affirm nor deny that the government of 
the day at that time made it clear to the electric 
utilities that they were to make no profit from the 


sale of energy to the farmers? 


A. Certainly my recollection of the correspondence 
make it, doesn't make it clear at all on that particular 
DOT. 


ihe Well, forgetting correspondence can you affirm or 
deny whether the government of the day took the position 
with the companies? 


A. No, I can't because.I wasn't there”. 


Canadian Utilities, Limited was always aware from the incep- 

tion of these hearings that this issue would be raised, 

and certainly no later than December gee 1969 counsel for 

this Intervenor so advised the Board (Tr. 48). Mr. King as 
President of CUL therefore had ample time in which to investigate 
the history of its past commitments to consumers and toscintorm 


himself so as to be in a position to make a definite statement to 
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the Boon which he did not do. If the fact of the matter is that 
CUL has not properly recorded and documented its negotiations and 
commitments over the years, then it certainly cannot now deny the 
assertions made by this Intervenor in the light of the evidence 


outlined above, 


(7) Because of the Provincial Government's involve- 
ment inecthe initiation of rural electrification, this Intervenor 
considered it reasonable to suggest that the Executive Council 
might arrange to present a statement of the position of the Govern- 
ment to the Public Utilities Board. For that purpose the Honour- 
able Mr. Raymond Reierson attended the hearings on April 8th, 1970, 


and made a statement which commences at Tr. 975. 
Mr. Reierson commenced by saying (Tr. 975): 


"As a Member of the Legislative Assembly from 1952 to 
1955 I was often present at organizational meetings of 
Rural Electrification Associations in my constituency 
of St. Paul, and participated in the proceedings. 


In accordance with information and material supplied 
to me by the Co-Operative Activities Branch of the 
Department of Industries and Labour, I invariably gave 
careful assurance to farmers that they enjoyed the 
benefits of an undertaking beteeen the government and 
the investor owned power companies to the effect that 
they would receive ‘power at cosie. 


From 1955 to 1959 as Minister of Industries and Labour 
I was often asked questions as to thestopi ceore tar 
electrical rates and if in fact they represented bare 


costs to farm consumers. Armed with reviews of the 
power commission I consistently vouched for the fact that 
current rates reflected ‘hare, costed. By 'bare costs’ 


I further vouched that these rates meant no profit to 
the utility companies and that no farmer was in any way 
contributing to the corporation income taxes being paid 


by the companies". 
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And at Tr. 976 he said: 


"The largest development years of Rural Electrifica- 
tion Associations took place from 1955 to 1959, and 
consequently the matter of farm electrification was a 
topic of most active current interest. 


Let me stress again as a Minister of the Crown, I gave 
continuing assurance that farmers were favored to enjoy 
power rates which gave 'no profit' to the companies. 

This was in recognition of the high capital costs of 
construction and the cost of servicing and reserve funding 
which they were required to assume. 


The government is still satisfied that the undertaking 
was valid, and is of substance at this time." 


When asked by Mr. Massie about the commencement 


of his personal involvement Mr. Reierson Pate ATO. 978): 


"No, my personal experience started in 1952, when rural 
electrification was an extremely active political issue, 
so that as a member of the legislature - first prior to 
my election in '52 - it was an issue during the three 
years as a member of the legislature and not a member 

of the executive council; it was an almost constant 
topic in my constituency, since I attended a very great 
many rural electrification organization meetings and was 
consistently involved in the questioning and the answers 
and the processes of organization". 


Under cross-examination by Mr. Bryan, he saidultr. 980) 


"yes, in an atmosphere of confidence in the policies that 
had been established this is the position I took, and I 
took this position with a good deal of vigour because I 

was often under bombardment in the legislature, as a 
Minister of the Crown, under questioning, as to whether or 
not the rates in fact did represent power at cost... /When 
questions were actually filed upon the order paper they were 
reviewed to the, they were referred to the Chairman of the 
Power Commission, who would develop a reply supported by 
his calculation that in fact the power rates for farm cus— 


tomers did not reflect a peor LL to the power company". 
(Emphasis added) 


Of particular importance are the questions and answers asked and 
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given when the Honourable Minister was cross-examined by Mr. 


Brumlik (commencing Tr. 983): 


6 Pieea age the understanding that you have related to the 
Board this morning, could you tell us whether that ‘vs * based 


on an undertaking given by the power companies and C.U.L. 
in particular to the Government? 


A. I have given study to the correspondence that has taken 
place on the matter or originating a rural electrification 
program. The information and commitments within the corres- 
pondence is extremely sketchy. So that while I am here, 
vouching for the position I took in maintaining the confid- 
ence of the public in the Government, there is no way that I 
can present documentation of correspondence for commitments, 
because in review of files I find that this is NOC, NOL, i Ss 
non-existence. These were, as I understand, verbal commit- 
ments and understandings established between the Government 
prior to myself becoming either a member of the legislature 
in '52 or a Minister of the Crown in 1955. 


Q. Would I be correct then in my understanding that the 
understanding to which you have made reference, although 
you cannot produce any documentary evidence, is in fact 
based on the undertakings given by companies such as Canadian 
Utilities to the Government, either over a period of years 

or at a specific time? 


A. Thre is no gquestion,in my mind, Mr. Chairman, at any time 
that one discusses within the executive council issues that 
become political issues such as power rates and so on and 
where it is necessary to defend the policies of your govern- 
ment on the floor of the Legislature, where it is necessary 
to attend annual meetings of the union of R.E.A.'s where - 
policies and philosophies of ownership of Public Utility were 
constantly in review, you must have a very firm position in 
your own mind as to what stand you take so that there’ con= 
sequently was no question in my mind that I could defend the 
policies that I have indicated already from my statement with a 


good deal of conviction. 


Q. Therefore, no matter whether there is a lack of written 
documentation your evidence here is that the understanding of 
yourself and the government is based on undertakings given 


by the power companies? 
me Yes, tis is my understanding. 


QO Are you at liberty to say, sir, whether this understanding 
ond to providing power at cost, at least at no profit to the 
companies, to the farmers whether that understanding forms 


government policy? 
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A. Yes, this was government policy of the day, this 

is one of the consistent positions taken by the members 
of the executive council and also by members of the 
Legislature in fending off attacks as far as changing 

the policy of ownership of Public Utility using the exp- 
ression mainly when the attack was that there was large 
amounts of taxation being diverted from this Province to 
the coffers of the Federal Government that the farmers 
should not really have been the main attackers of this | 
since they made no contribution to this taxation. This 
was my consistent defence and this is why I am here today 
to maintain the fact that these were the positions taken 
by all of us and if in fact they were not correct ones 
then we were in error in using this line of defence". 


a The Effect of the "Power at Cost" Commitment 
On the Rates to be Charged to REA Members 
It is submitted that the foregoing evidence clearly 
establishes this commitment, and it remains to determine what 
effect the commitment can and should have on rates to be estab- 


lished for REA members. 


It is and will remain the position of the Alberta 
Union of Rural Electrification Associations that the Company 
will be bound by the aa eee so long as the present owner- 
ship of the distribution systems continues; and this is obviously 
the view of the Government of Alberta as expressed by the Honour- 
able Mr. Reierson. Nothing has happenedwhich can alter the 
Situation. Costs to the REA‘s are increasing at an alarming 
ie and on the basis of information given to him by the Company, 
Mr. Westby advised the Board that the deposit reserve accounts 
would be exhausted by the year 1983. At the same time the 
number of REA members is on the decline and will continue to drop, 
with the result that each REA member faces an ever increasing 
financial burden both with respect to operation and maintenance. 


It is entirely unreasonable in these difficult circumstances 
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for anyone to suggest that these consumers should be asked to 
bear the burden of increased revenue requirements on an "across- 
the board" basis with other consumers who have no cost res- 


ponsibility whatsoever beyond payment of the rates. 


This Intervenor realizes that the Public Ucitities 

Board, by reason of its statutory jurisdiction, is not con- 
strained by the existence of contracts or commitments between 
a utility company and its consumers such as the recently-renewed 
franchises with the Cities of Grande Prairie and Lloydminster, 
which were referred to in the hearing. On the other hand, it 
is respectfully submitted that matters relating to the Public 
Interest constitute fundamental principles of rate-making of 
equal importance to other principles such as value of service 
and price-sensitivity. It is further submitted that Public 
Interest can dictate the reduction of rates to a particular con- 
sumer class below the point, for example, of incremental cost 
in special circumstances. In this connection reference is made 
to the American Telephone & Telegraph Company case referred to at 
page 5 hereof. Appendix A to this decision is entitled "“STATE- 
MENT OF-RATE-MAKING PRINCIPLES AND FACTORS" and contains the 
following statements: 

"9, A long run incremental cost (LRIC) 2/ study contem-— 

plates that an estimate will be made of the full amount 

of incremental investment and expenses which would be 

incurred by reason of furnishing additional quantities 

of service, whether in a new or an existing service 

category. Such a study also comtemplates that, for the 

particular category of service, LRIC will be equal to the 


sum of the long run marginal costs of the added units 
of service”. 
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and 


"12. The rates for any category of service should 

produce a rate level which is not below LRIC or, where 
appropriate, not below avoidable costs. If any category 
of service is to be priced to produce a lower level, how-- 
ever, such lower rate level should be supported by a 
determination by the Commission that it is required in the 
public interest". 


It is submitted that it would be difficult, by an 

examination of public utility systems throughout North America 
to find a situation in which it would be any more reasonable 
to apply Public Interest in the determination of utility rates, than 
in the case of Rural Electrification Co-Operative members in 
Alberta. Premier Manning indicated clearly that rural electrifica- 
tion must take place in the public interest, and, as Mr. King pointed 
See tr LOLS: 

"sl, it was recognized that the companies would be 

unable to finance the farm lines coincident with 

their other heavy commitments, ha 
Surely a declaration by the Head of Government that the servicing 
of a consumer class was a matter of Government policy and Public 
Interest is a sufficient determination of the existence of such an 
interest so that this Board can take it into account in addition to 
other ee tee and factors “ieee ate in rate determination. Bath 
a proposition would seem to evoke a statement such as the statement 
quoted above from the A. T. & T. decision. 

There is no real conflict between the application of 

Public Interest considerations to REA rates on the one hand and 
the fair and equitable treatment of urban consumers on the other 
hand. It is evident that while total energy sales of CUL will 


econ inue to expand (see Exhibit 86, Phase One, Van Scoyoc), the 
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Sales to REA members will not increase proportionately ,-and 

as a matter of fact, it would appear that REA members will become 
a much smaller portion of the Company's total business in the 
future. A qualified answer to this effect was obtained from 

Mr. King at page 1011 of the Transcript. It follows that the 
concern of the urban Intervenors is unfounded at the present 


time, and should dissipate as time goes on. 


It must be said at this time with respect to the 
position of the urban consumers before the Board, that they 
enquired about the provision of power at cost to their rural 
neighbours, but they did not produce any evidence whatsoever 
through the use of an expert witness or otherwise, to demonstrate 
the existence of any undue or unjust discrimination favouring 
the REA's. It is submitted with respect that their concern 
really takes the form of speculation and conjecture and is devoid 
of any evidentiary value either of assistance to themselves or 
to this Board. By way of comparison with this speculation by 
urban Intervenors, the Union of Alberta Rural Electrification Assoc- 
iations submitted the evidence of a qualified expert who stated 
Meanie , and on the basis of long experience, that it would 
be fair and proper to all of CUL's re oS if the old REA 
rates were continued. In the light of Dr. Nissel's unanswered 
evidence in this respect, it is submitted that there is no basis 
for a finding by this Board that the urban consumers are justified 


in the concern they expressed. 
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This Intervenor respectfully submits that there 
is a fundamental agreement between Dr. Nissel and Dr. Herz 
to the effect that the cost responsibility of REA members 
can properly be determined by the application of a marginal 
or incremental cost study, which has been done. The applica- 
tion of this approach recognizes that REA members as a consumer 
class are price-sensitive, which is asserted by Dr. Nissel and 
agreed to by Dr. Herz and other CUL witnesses. On the basis, 
therefore, of Dr. Nissel's testimony, it has been clearly shown 
that with the continuation of the old REA rates, these members 
will pay their full cost responsibility including a <ull return 
of 85% and a substantial additional amount. Dr. Nissel concluded 
that there was no justification for any increase whatsoever in 
the rates to REA consumers despite the additional revenue require- 
ments of the Company; and his evidence indicated thar there could 


be justificiation for a reduction in the old REA rates. 


This Intervenor treated the question of "power at 
cost" as an issue separate and apart from incremental cost, with 
the result that Dr. Nissel's study and his evidence before the 
Board did not take into consideration the effect on rate design 
that should be attributed to the "power at cost" commitment. It 
is submitted by this Intervenor that a reduction in REA rates 
below the rate which prevailed prior to these hearings is justified 
in the public interest and on the basis of the Company's commit-— 
ment that it would take "no profit" from REA Co-Operative members. 
Having regard to the evidence on the subject of "power at cost" 


and on the basis of the explicit statements from time to time 
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by the Company to the effect that REA consumers would con- 
tribute nothing to income taxes or to equity capital by 

their energy rates, it is submitted that @ rate reduction 
to REA consumers resulting in the elimination of this con- 


tribution to income taxes and equity capital is fully warranted. 


All of which is respectfully submitted. 





£f Counsel for the Intervenor, Alberta Union 
of Rural Electrification Associations 
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Schedule 1 
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Appendix C 


CANADIAN UTILITIES, LIMITED 


Monthly Bills under Rates Issued March 31, 1970 
Residential Rates and R.E.A.L. Farm Service Rate 
Up to 1,000 kWh per Month 
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Appendix D 


GCANADIAN-UTILITLES, LEMITED 


Monthly Biils under Rates Issued March eg Pie a6) 
Residential Rates and R.E.A.L, Farm Service Rate 
600 to 3,000 kWh per Month 
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